Y
o fggm

LT — L3

..04016933 "HANGE COMMISSION OMB Number:.  3235-0123
‘“ Washington, D.C. 20549 Expires: QOctober 31, 2004
D D . Estimated average burden
PRG : \/ ANNUAL AUDITED REPORT hours perresponse.. . ... 12.00
19 2004 FORM X-17A-5 SEC FILE NUMBER
pPR UZ 5 PART Il o
W FACING PAGE

Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING  01/01/2003 AND ENDING  12/31/2003
MM/DIYYY MM/DD/YY

A. REGISTRANT IDENTIFICATION s

worermoratoinen Koo doownitis gne, - [FEAEDE

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) - FIRM 1.D. NO.
39 Broadway, Suite 740 '

(No. and Street)

New York NY 10006
(City) (State) (Zip Code)
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(Name - if individual, state last, first, middle name)

. . /jf"\.
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{3 Public Accountant
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OATH OR AFFIRMATION

1, Salvatore C. Caruso , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Legend Securities, Inc.

" as
of December 31 , 2003 |, are true and correct. 1 further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

PAUL H. WILSON 111 /
Notary Public, State of New York - =
0. 16002143 =
__Qualified in New York County Signature

Commission Expires 02/02/2006 President & CFO

Notary Public

This report ** contains (check all applicable boxes):

& (a) Facing Page.

A (b) Statement of Financial Condition.

Kl (c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

& (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

[0 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Kl (g) Computation of Net Capital.

0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

Kl (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

[0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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GIANNATTASIO, LLP

Certified Public Accountants and Consultants
Member of the SEC Practice Section, AICPA Division for CPA Firms

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Legend Securities, Inc.

We have audited the accompanying statement of financial condition of Legend Securities, Inc.
(the “Company”), as of December 31, 2003, and the related statements of operations,
changes in stockholders’ equity and cash flows for the year then ended that you are filing
pursuant to Rule 17a-5 under the Securities and Exchange Act of 1934. These financial
statements are the responsibility of the Company’s management. Qur responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements enumerated above present fairly, in all material
respects, the financial position of Legend Securities, Inc. as of December 31, 2003, and the
results of its operations and its cash flows for the year then ended, in conformity with
accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedule | is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but
is supplementary information required by Rule 17a-5 under the Securities Exchange Act of
1934. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation 3o the basic financial statemments taken as a whole.

eligson & Giéinnattasio, LLP
N. White Plains NY
March 5, 2004
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LEGEND SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2003
ASSETS
Current assets:
Cash and cash equivalents

Other current assets
Receivable from clearing agent

Total current assets
Furniture and equipment — net
Other assets:
Security deposits
Investments in not-readily marketable securities, at fair value
Loans receivable

Total other assets

Total assets

LIABILITIES & STOCKHOLDERS' EQUITY

Liabilities:

Accounts payable and accrued expenses
Stockholders’ Equity:

Preferred stock

Common stock

Additional paid-in-capital

Retained deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

See notes to financial statements.

$ 5,500
20,100
_68,301

$ -
17,625

451,475
(328,219)

$ 81
27,136
70,365

97,582

7,933

93,901

$199,416

$ 58,635

140,781

$199.416



LEGEND SECURITIES, INC.

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2003

Revenues:
Commissions and fees $536,306
Interest income | 393
Total revenue 536,699
Expenses:
Payroll, commissions and benefits $424,356
Floor brokerage and clearance charges 66,058
Communications 9,839
Professional fees 25,004
Depreciation expense 3,961
Regulatory costs 31,424
Interest expense 963
Other general and administrative expenses 29,009
Total expenses 590,614
Loss before income taxes (53,915)
Income taxes 600
Net loss ‘ '$ (54,515)

See notes to financial statements.
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LEGEND SECURITIES, INC.

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2003

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss _ $ (54,515)
Adjustments to reconcile net loss to net cash
provided by operating activities:

Depreciation expense 3,961
Changes in operating assets and liabilities:
Receivable from broker (13,515)
Other current assets 5,759
Accounts payable and accrued expenses 16,886
NET CASH FLOWS FROM OPERATING ACTIVITIES (41,424)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from additional capital contributions $ 32,100
Loans to brokers 9,300
NET CASH FLOWS FROM FINANCING ACTIVITIES 4.1 400
NET CHANGE IN CASH AND CASH EQUIVALENTS (24)
Cash and cash equivalents — beginning of period 105
Cash and cash equivalents — end of period $ 81

SUPPLEMENTAL DISCLOSURES OF CASH FLOWS:
Cash paid for:

Income taxes $ 600
Interest $ 963

See notes to financial statements.



LEGEND SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003
NOTE 1 - ORGANIZATION |

Legend Securities, Inc. (the "Company") is a nonclearing broker-dealer in securities
registered with the Securities and Exchange Commission and the National Association
of Securities Dealers, Inc. The Company was organized on January 28, 1998 under
the laws of the State of New York and commenced operations on November 10, 1998
under the name SPS Securities, Inc. In 1999, the Company changed its name to
Marlin Trading, Inc. On June 1, 2001, the name was changed to Legend Securities,
Inc.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES

Commissions and securities transactions

Commissions earned from customer securities transactions are recorded on a
settlement date basis. Securities transactions of the Company are recorded on a trade
date basis.

Depreciation

Furniture and equipment are recorded at cost. Depreciation is generally provided on a
straight-line method over the estimated useful lives of the various assets as follows:

Furniture 7 years
Computer and office equipment 5 years -

Maintenance and repairs are expensed as incurred, while renewals and betterments
are capitalized.

Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates.

Cash and cash equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid
investments purchased with a maturity of three months or less to be cash equivalents.



LEGEND SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLCIES (continued)

Income taxes

The Company accounts for income taxes under the liability method, which requires the
recognition of deferred tax assets and liabilities for the expected future tax
consequences of events that have been included in the financial statements. Under
this method, deferred tax assets and liabilities are determined based on the difference
between the financial statements and tax bases of assets and liabilities using enacted
tax rates in effect for the year in which differences are expected to reverse.

NOTE 3 — DUE FROM CLEARING AGENT

The Company maintains a deposit with its clearing agent totaling $26,912 at
December 31, 2003. This deposit is held in an account in the Company’s name by the
clearing agent and is invested in a money market account.

NOTE 4 — NOT-READILY MARKETABLE SECURITIES

Not-readily marketable securities represent warrants of National Association of
Securities Dealers, Inc. to purchase shares of common stock of the NASDAQ Stock
Market, Inc. Management considers fair value for these securities to be cost.
Fluctuations between this value and ultimate realization may occur.

NOTE 5 — FURNITURE AND EQUIPMENT

Furniture and equipment at cost consist of the following:

Furniture and fixtures $ 3,528
Equipment 17,471

20,999
Less accumulated depreciation 13,066

$ 7,933

Depreciation expense for the year ended December 31, 2003 was $3,961.



LEGEND SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

NOTE 6 - PROMISSORY NOTES RECEIVABLE

The Company has promissory notes aggregating $68,301 to several of its brokers at
December 31, 2003. The notes do not incur interest and are due in 12 to 18 months.
Among other provisions, the notes provide that the entire balance is to be forgiven
upon the attainment of certain commission levels during the term of the note.

NOTE 7 — NET CAPITAL REQUIREMENTS

The company’s minimum net capital requirement under Rule 15¢3-1 of the Securities
and Exchange Commission is the greater of 6 2/3% of aggregate indebtedness
($3,903 at December 31, 2003) or $5,000. At December 31, 2003, the net capital, as
computed, was $22,804. Consequently, the Company had excess net capital of
$17,804.

NOTE 8 - CONCENTRATION OF CREDIT RISK

Retail customer transactions are cleared through Penson Financial Services, Inc. on a
fully disclosed basis. In the event that customers default in payment of funds or
delivery of securities, Penson Financial Services, Inc. may charge the Company for
any loss incurred in satisfying customer obligations. Additional credit risk occurs if
Penson Financial Services, Inc. or counterparties do not fulfill their obligations. The
Company regularly monitors the activity in its customer accounts for compliance with
margin requirements.



LEGEND SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

NOTE 9 — STOCKHOLDERS' EQUITY

Preferred Stock

The Company is authorized to issue 5,000,000 shares of $.01 par value preferred
stock. The preferred shares may be designated in one or more series, with each
series to have such designations, rights and preferences as may be determined from
time to time by the Board of Directors.

On January 7, 2000, the Company amended its certificate of incorporation to
designate 1,000,000 of the authorized shares of preferred stock as Series A
Convertible Preferred Stock (“Series A”). Each share of Series A is convertible into 1
shares of the Company’s Common Stock, subject to certain price adjustments. The
Series A stock is to automatically convert into common stock upon the completion of a
public offering of shares of the Company’s common stock of at least $20 million. The
shares are voting shares entitled to vote, based on the number of shares convertible
into common shares, on all actions to be taken by the shareholders of the Company.
These shares will be entitled to non-cumulative dividends at the rate of $.70 per share
per annum. The Series A shares are entitled to a liquidation preference equal to $10
per share.

Common Stock

The Company was originally authorized to issue 10,000,000 shares of $.01 par value
common stock. In December 2001, the Company amended its certificate of
.. incorporation to increase the number of shares authorized to 200,000,000. In March
2002, the Company further amended its certificate of incorporation to correct for a
technical error in the original filing to change the shares to have a par value of $.0001.
The effect of the change in par value has been applied retroactively for all periods
presented.

In January 2001, the Company issued 100,000 shares of the common stock in
payment for additional commissions due to one of the Company’s brokers. The
shares were valued at $3,000, the book value and approximate market value for the
shares on the date the shares were issued.

In December 2001, the Company issued 166,150,000 shares to International
Monetary Corp. ("IMC”) in exchange for $75,000. As a result IMC became the parent
of the Company, owning approximately 99% of the outstanding shares. An additional
$32,100 and $80,000 was contributed to the Company by its parent during 2003 and
2002, respectively. No additional shares were issued for these contributions.



LEGEND SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

NOTE 10 — INCOME TAXES

Deferred income taxes reflect the net tax effects of temporary differences between the
carrying amount of assets and liabilities for financial reporting purposes and the amounts
used for income tax purposes using the enacted tax rates in effect in the years in which
the differences are expected to reverse. The Company’s deferred income taxes are
comprised of the following:

Deferred tax assets "
Net operating losses $85,564

Deferred tax liabilities
Depreciation _ 1,684
Net deferred tax assets 83,880
Less: valuation allowance 83,880
$ -

The Company's income tax at December 31, 2003 consists of the following:

Current;
Federal $ -
State 600

$ 600
Deferred:
Federal --
State -

Income taxes $ 600

The Company has net operating loss carry forward of approximately $357,000 which
expire through 2023. The utilization of this operating loss carry forward may be
limited based upon changes in ownership as defined in the Internal Revenue Code.



LEGEND SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2003

NOTE 11 - RETIREMENT PLAN

In August 2000, the Company adopted a qualified 401(k) plan for all employees who
are twenty-one years of age and have completed one month of service. The Plan
allows total employee contributions of up to 25% of the eligible employee’s salary
through salary reduction. The Company is not required to match any employee
contribution. No contributions have been made to the plan through December 31,
2003.
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LEGEND SECURITIES, INC.

Schedule | - Computation of Net Capital Under Rule 15¢3-1 of the Securities and
Exchange Commission

DECEMBER 31, 2003

Total stockholders’ equity $ 140,781
Deductions and/or charges:
Other current assets (27,136)
Investments in not readily marketable securities (20,100)
Security deposits (5,500)
Furniture and equipment (7,933)
Loans receivable (68,301)
Net capital 11,811
Minimum net capital 5,000
Excess net capital $ 6,811

Aggregate indebtedness:
Accounts payable and accrued expenses and loans from

stockholders $ 58,635
Ratio: aggregate indebtedness to net capital 4.96 to 1

See notes to financial statements.



LEGEND SECURITIES, INC.

RECONCILIATION OF THE COMPUTATION OF AGGREGATE INDEBTEDNESS
AND NET CAPITAL WITH THAT OF THE REGISTRANT AS
FILED IN PART IIAOF FORM X-17A-5
DECEMBER 31, 2003

AGGREGATE INDEBTEDNESS

Aggregate indebtedness as reported by Registrant in
Part llA of Form X-17A-5 as of December 31, 2003

as amended $58,635
Reconciling ltems:

None -

$58,635

NET CAPITAL
Net capital, as reported by Registrant in Part lIA of

Form X-17A-5 as of December 31, 2003

as amended $11,811

Reconciling ltems:
None -

$11,811



"|ISELIGSON
GIANNATTASIO, LLP

Certified Public Accountants and Consultants
Member of the SEC Practice Section, AICPA Division for CPA Firms

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5

TO THE STOKHOLDERS
LEGEND SECURITIES, INC.

In planning and performing our audit of the financial statements and supplementary information of
Legend Securities, Inc. (the "Company”) for the year ended December 31, 2003, we considered its
internal control, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on internal control,

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission ("SEC"), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-59) in
making the periodic computations of aggregate indebtedness {or aggregate debits) and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule 1 5¢3-
3. Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did no review the practices and procedures followed by
the Company in any of the following:

[1] Making quarterly securities examinations, count, verifications, and comparisons.
[2] Recordation of differences required by Rule 17a-13.

[3] Complying with requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfiling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related
costs of controls and of the practices and procedures referred to in the preceding paragraph and to
assess whether those practices and procedures can be expected to achieve the SEC's above-
mentioned objectives. Two of the objectives of interna! control and the practices and procedures are
to provide management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded again the loss from unauthorized use or disposition and
that transactions are executed in accordance with management's authorization and recorded properly
to permit the preparation of financial statements in accordance with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

001 N. BROADWAY SUITE 24 N. WHITE PLAINS, NY 10603 TEL: 914-428-5560 FAX: 914-428-6576 E-MAIL:sg@sg-cpa.com
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“a "

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control components does not reduce, to a relatively low level, the risk that error or
fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving internal control, including control
activities for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedure that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures
that do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices
and procedures were adequate at December 31, 2003, to meet the SEC's objectives.

This report is intended solely for the use of the Board of Directors, management, the SEC, the
National Assaciation of Securities Dealers, Inc., and other regulatory agencies that rely on Rule 17a-
5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is ppt intended to be and should not be used by anyone other than these specified parties.

=3 ' ,é//

Seligson & iannattasio, LLP
N. White Plains, NY
March 5, 2004




February 24, 2004

Mr. Salvatore C. Caruso, President, FINOP
Legend Securities Inc.

39 Broadway, Suite 740

Mew York, New York 10006

Dear Mr. Caruso:

In reply to your letter dated February 23, 2004 your request for a 30-day extension to file your annual
audit for fiscal year end December 31, 2003 has been granted based on the reasons given and the
information supplied.

As such, your annual audit should be filed on or before March 30, 2004. Should you have any questions
ynu can reach your examiner, Robyn Bifone at (212) 858-4232.

Very truly yours,

Ju)fn Hickey

Saff Supervisor
JH:ec

ce: Ms. Ramona Lopez, SEC
Fax- 646-428-1983

Ms. Eleanor Sabalbaro, NASD
Fax- 240-386-5163

New York District Office

One Liberty Plaza

New York, New York tel 212 858 4000
tnvestor protection. Market integrity. 10006 www.nasd.com



